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Abstract

World economy undergoes the century’s most sergisss. At the
same time, worldwide population is facing the f@odl energy crises, the
climate change, poverty and a strong economic oltlancertainty. Several
developed countries feel the recession effectslewdeveloping countries
record lower development assistance levels. Thiendr may impact
considerably those vulnerable and marginalized guespecially women
(according to the World Bank’s programmes). On thagkground, the state
must have an active role; the decisions to be &rthade by the European
leaders at micro and macroeconomic level will &fféghe worldwide
population.
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Introduction

The world is facing the most serious recessionesit@30. Although it does
not originate in the developing countries, suchestaundergo severe financial
conditions and the trade sector records a decr@aserty and hunger are on the
increase and the Millennium Development Objectige$ by the international
community to eliminate poverty and hunger will makely fail to be achieved.
Children, women, poor workers, emigrants and thieaaly deprived people are
most exposed. Environmental degradation and sotéamisions are other
consequences of the recession. The labour markétdsat risk.

The financial and economic global crisis comesratie 2008 food crisis,
which is not over.

Reduced investments in environmental protectioar@n renewable energy,
water and land management, as well as in afforestateasures would result in
low endurable development and climate change sfferolonged recession and an
insufficient focus on social needs would entailigbissues, increased crime and
decreased governmental authority.

The situation in the developing countries — leasponsible for the crisis, but
most affected — has determined some economists warn“losing some
development decades”, which would impact considgrabth wealthy and poor
countries.
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Literature review

Most Romanian analysts have tackled the econontcfimancial crisis in
various publications, such as: “Money Express”, gita”, “Economistul”, “Ziarul
Financiar”, “Tribuna economi¢, while the World Bank’s forecasts may be tread
in “Global Economic Prospects”, “Global Developmdfinance”; “Journal of
Economic Growth” includes various interesting ideafs foreign economists.
“World Economic Outlook (WEQ) includes reports on the economic development
projects at global level, regularly published bg thternational Monetary Fund.

1. Solving the actual problems of the mankind generad by the
economic and financial crises

After coping with high prices in food, fuels andtiiezers, as well as with the
climate change effects, the developing countries frapid decrease in sales and
in import/export operations. The World Bank whichsdribes the crisis as an
“emergency situation in progress” estimates a fi@tefinancial deficit amounting
up to 700 billion dollars and the risk of “losinggeneration” with an estimated
juvenile mortality rate of 1,5 to 2,8 millions bpP5.

Ban Ki— moon, the General Secretary of UNO warnsthan fact that the
entire “international community should have in vigve problems and poor living
standard of hundreds of millions of people fromdlegeloping countries”.

Some major reunions of world leaders and expertd #Hre adopted
declarations on solving the economic and financiasis— related issues are
mentioned below:

—the G20 Summit from Pittsburgh, 24 and 25 Sep&srab09;

—the G20 Summit from London on April 2, 2009;

— the G8 Summit from L’Aquila (Italy) between 8 ab@ July 2009;

— The Millennium Declaration, adopted by the Uditéations Organization
on 8 September 2000, which defines the Millenniuav&opment Objectives set
by the international community in order to elimmgoverty and hunger;

— The European Agreement on development and th€&dé of ethics on
complementarity and the division of labour withire tdevelopment strategy;

— The Monterrey Agreement, adopted at the Int@nat Conference on
Development Funding held in Monterrey (Mexico) beéw 18 and 22 March
2002;

— The Paris Declaration on aid efficiency;

— The Accra action plan;

— the report of the International Monetary Fund E0M“The implications of
world financial crisis on poor countries — updaiplished in September 2009;

— the IMF report: “World Economic Outlook — supfiog the recovery
process”, published in October 2009;

— The IMF report: “World Economic Outlook Updatgliblished in January
2010;

— the World Bank's report: “Fostering progrese tthallenges facing the
poor countries on the world recession backgroupdblished in September 2009;
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— the World Bank’s report: “Funds for developmantvorld level: a world
recovery agenda 2009”, published in June 2009;

— the World Bank’s report: "World economic prosisee crisis, finances and
growth”, published in January 2010;

— the 2009 European report on development: “Renhrgdbe weaknesses in
Africa — elaborating a new European strategy”, {ghigld in October 2009;

— the report of the UNO action Group on preveantime delays in attaining
the Millennium Development Objectives: "Strengtimgnthe world partnership for
development on the crisis background”, publishe8éptember 2009;

— the International Conference on Development Fa@dirganized in Doha,
Qatar between 28 November and 2 December 2008;

— the recommendations of the Expert Commissiontli@r financial and
monetary reforms at international level, formulatgdthe President of the UNO
General Assembly, published in March 2009.

In Romania, the economic and political context atldrand European level,
as well as the effects of the current economic farahcial crisis impose a long—
term strategy enabling our country to regain itsifpmn as a competitive and
sustainable power. Moreover, an initiative in thisspect has already been
formulated at the EU level as well, in effect by2R0 The crisis has determined
researches worldwide analyse the state’s role & é¢bonomy. Therefore, all
experts and policy— makers from each country jbairtefforts to reach a national
agreement in order to cope with the crisis— relatallenges.

At the beginning of the new millennium the analybs@snks and governments
wouldn’t have imagined interventionism and capstalicoexist. Nowadays, most
experts deem it a viable solution. During the gest years, the most powerful
states have passed from one side to another: frem rfarkets and lenient
legislation to nationalized banks and more stegfidlation. In other words, from
John Maynard Keynes to Milton Friedman and now dadkeynes.

After a time in which the neoliberal doctrine impesthe minimal state
concept, apparently this aspect has been recoediden the current crisis
background, by recognizing the need of a state withore important role and a
power comparable to the one of the market mechanism

2.Romania and the economic crisis problems

This aspect has not been highly addressed in aurtigoin the last twenty
years. Regardless of the extent to which the statde in the national economy
has been theoretically explored, upon the changthen1990 political regime,
practice reveals an original role of the state, gared to the one adopted in the
former communist countries. Romania being currerathked last or the one before
last on the European development scale can beethédt rof the state’s original
involvement in an ailing economy. Specialists higjl the underlying causes of
this critical situation, as follows:

a. In a modern economy, the state becomes annmsrtucontributing to the
proper operation of the market institutions and ma@isms. In Romania, the
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market institutions have become the state’s ingtnim This is the reason why we
can hardly say we witness an important conceptuahge in the state’s role in the
economy. Such a change would involve understanaimbaccepting the capitalist
model of development in its current structure.

b. The post 1990 governments’ attempts to adjuesstate’s role or to make
it original or particular, based on political orntext interests, fail to improve the
economy. The 1990- 1996 conception according tehvRomania should adopt
an original strategy by developing the market doe@nomy- like state or a
Scandinavian— like one, characterized by a 200438 2fased highly developed
social security system hinders the state reformpledmentation. The current
Government perceiving the state’s reforms onlyaempof the staff cut is also an
inefficient approach. The state’'s role in modernoremmy involves three
prerequisites:

— guaranteeing private property and its decisivie i@ motivating the
business entities;

— stimulating free initiative;

— making the market relations democratic.

No deviation from or construction of these prersies is permitted
irrespective of the political interests or even lili& agreements objectives.

c. The Romanian state cannot provide the properatipa of the economic
sector through the observance of competitive ecgnoates and principles;
moreover, various “beginners” holding informationavailable to most business
entities and enjoying political support are pronoten the market. The state and
the market do not cooperate in point of consolidatheir roles of producers and
distributors of goods and services, on the pripatielic correlation background.

The overwhelming pressure of the politic over thermmic has a biunivocal
effect: it interferes with the market mechanismsl avith the democracy ones
exercised through the public institutions.

After twenty years of transition, Romania is sitiitapable to capitalize the
economic, social, cultural, educational and infaroreal advantages of the
European capitalist system. This translates irfabethat although on the pressure
of international negotiations, the state has mashatge develop the market
institutions, it has continued its active interfeze in order to meet the political
clientele’s interests, which in fact has hindeftes progress.

Judging from the development model we should ralieepart of the Latin
American countries group than of the European UnbMajor income inequities,
serious social polarization, generalized corruptiod political instability are more
specific to the Latin American model than to thedpean one.

3. Romania’s development strategy shaped by the actugbvernment

The development strategy outlined by the currente@ament should have in
view Romania’s membership to the EU and to the grofi the states with
emerging economies. The emerging markets are gpézithe states experiencing
an accelerated growth, either during the transifrom a centralized to a market
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economy, or during the post-crisis recovery procddwese markets are more
exposed to instability because the developed nmadtcific mechanisms are not
entirely operational. This element is vital in elediting the development strategy.
Having in view these realities, we can identify dadnch programmes adjusted to
our country’s specific features and we can insfiioen the successful strategies
elaborated by many countries from this group. Letsoverlook that the emerging
countries are nowadays the engine of global dewedmp. Brazil, China, India or
South Africa have been less affected by the cdsisto their dynamic economies.
An example from Europe is Poland, a country expeiieg an economic growth
during the crisis due to the fact that it invests European funds, considering that
foreign investments record low levels. Poland is tnly European country
experiencing an economic growth in 2009, while otheember states undergo
recession; Romania, for example, records a decrefagel% in the GDP. The
European funds seem to be our only solution forett@nomic recovery, given the
decreasing direct foreign investments and consumpfthe economic growth
engine in the past).

The development strategy must identify the avadlabdsources of our
country (human and financial) and set clear waysatmnally and efficiently use
such resources. Priorities must also be set. Thermactors, such as: agriculture,
energy, some manufacturing industries, infrastmectand tourism must be the
state’s priorities. The state’s involvement is Vita such a context, not only in
point of developing a strategy or in its capacisy rasources administrator, but
especially as an active player in the developméntadous projects and in the
proper operation of some companies and branchesdéetaking part in public
projects the state may directly or indirectly beeoanpartner (even shareholder for
a limited period) within private firms/companies wétional interest in order to
support them to cope with the crisis and to mamn{@crease) the domestic or
international market share. Unfortunately, the $mahd medium- sized
enterprises, considered by many developed counf{dges Germany, Austria,
France and the like) the engine of the economioway and workforce usage,
face bankruptcy. In the last three months, oth@d® firms have been subject to
bankruptcy. As Greece, Romania becomes insolvehbwih the fifth tranche
from the International Monetary Fund is disbursddhe state must facilitate
cooperation with the important national manufagsi(enultinational companies or
foreign capital regional firms), with the Romaniamall and medium- sized
enterprises, so that the latter become subsetdemvifor the end products of the
former and beneficiaries of some technologies amowk how to make them
competitive on the domestic and foreign marketislcommon knowledge that
exports play an important role in the economic vecy process. Romania belongs
to the group of emerging countries which play ativa@art in foreign trade. Many
of these players wish to develop relations with country, to finance important
projects, but what can Romania offer in exchangedmtain a fair trade balance?

A development strategy assumed by our country heilte an impact on the
international markets as well: new clarity and aumbility elements rating
agencies take into account to measure more acburdte stability level in
Romania. This increases the investors’ trust deténg them to become partners
in important development projects.
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A strategy accepted at national level would sestt@ger signal of stability
and economic recovery to the Romanian banking systehich would consider
funding the companies and householdings. The bapks- involvement in the
economic recovery process may entail serious issues

A national development strategy will draw interoatl private funds at the
convenient terms and costs for our country. We needraw resources from the
domestic and European markets, having in view tileraduced capacity to pay
the dues (current expenses, loan repayment, higrests payment).

The development strategy should include adoptirg BEWRO currency, a
nationally assumed mission. The attainment of tligective by 2015 requires a
nationally assumed decision and a blend of stresegind programmes covering not
only the monetary and currency area, but the fisndleconomic ones as well. The
EURO adoption criteria are very strict. So are gteps to be taken in this respect.
Given the serious issues facing some Euro Zonetgesrand the joint efforts to
implement economic recovery programmes requiringaexdinary resources, the
EU and European Central Bank leading authoritied @ more strict when
analysing and deciding upon Romania adopting thR@Wurrency.

Conclusions

In many respects, the global crisis has been thalysar of the severe
economic crisis foreseen by the Romanian analystdasinessmen.

According to the general view, our country willlisk the great powers path
towards recovery. Some of them (The United St&esmany, France) are heading
in the right direction. Therefore, we can anticgatsimilar trend in the second half
of 2010 at the latest. Oddly or not, in Romaniasecthe major shortcomings are
in fact the main advantages because they are ba&lefor businessmen and
implicitly foster the economic recovery.

The best example is infrastructure (not only tlamgport infrastructure, but
various other facilities, such as: hospitals, etlopa institutions, waste
management systems, lighting systems, leisure itfasiland the like). The
economic downturn may be counterbalanced througstamed -efforts, the
European funds being an important funding sourcereldver, as the investors’
involvement in the Eastern Europe, including in Rom increases, the
public/private partnership model gains more crdithbi A successful project
depends largely on the politicians’ wisdom who musterstand the economic
value of such a project and to objectively supfiertievelopment.

The projects must be started as soon as possibleamied on under the
initial terms, irrespective of the changes in toétigal regime. The investors need
continuity in order to implement long— term stragsg while establishing
constructive cooperative relations with the statd ¢he public institutions is a
prerequisite in this context. For a long time tlo@remic growth was due to a
prosper business environment. The crisis struckptivate sector and now the
economic recovery is at the public sector's hammighis context, the state must
improve the entire system and take steps for redubureaucracy, professional
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improvement and improving the quality of servicAstransfer of mentality and
pragmatism from the private to the public sectoetuired. This is the prerequisite
for a sustainable economic growth.
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